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. FProposal to Foster Early Retirement Undex CIAR v

1. Voluntary early retixement and involuntary retirement was legisiated

by Congress in the CIA Act of 1963 to asgist the Agency in managing that portion

of its personnel whose carcers axe primarxily concerned with the conduct and

¢

support of intelligence activitics abroad. Major factors requiring specla}

management of these people included: o

a. Recognition of the inability and fnadvisability of attempting
. “** to provide a full career (to age 60 or 65) for all or even most of the
employces involved in the conduct and support of intclligence activitics
nbroad, Reasons: lack of cover for older cmployees; health impediments
to continulng overseas service; need fox laxge number of active, young
gung-ho persons; motivational exhaustion; inability to absorb large
numbers of older employees in Headquarters positions during terminal

yecars without drying up the resevoir of younger persons needed fox

ovexrseas staffing; exposure to foreign governments' intelligence

personnel, etc.

2. Incentives provided by Congress to Induce shoxter carcers ona

voluntary or favoluntary basis were::

a. The right to retire with immediate 'armuity'as young as

age 50 upon complétion of 20 ycars.' sexvice, 10 with the Agency

- and § in qualifying service.
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b. A straight 2% per year of sexvice multiplyer in the
ébmputation of annuities, | -
3. Experience has shown that fnsufficient numbers of employees arxe
excrcising thelr xight to fctlrc voluntarily prior to age 60 to solve the manpower
management problems of the Agency. The slternative to voluntary early
retireiment {8 more cxtensive use of the involuntaxy retirement authorlt)f .
‘The DD/P, however, considers it inadvlsa:blc to do so in the belief that
extensive use of this authority, excepting for cleaxly provable and widely
recognized cascs of individual unsuftability and unsatisfactory pexformance,
would be unacceptable in texms of employece morale. He belleves so doing
would generate an excessive degree of insecurity among employees and
resentment; f\irthcr. that individuals so retired would be humiliated aﬁd hostllcl
and might be induced to make public disclosures, pexhaps in sclf-justification
or rctaliation, that would be pi;_;hly injurious to the Natlonal interests.

4. The problcm, thercfore, is to devise some concept that will permit
more extensive use of the {nvoluntary retirement authority without creatlné a
furor upsctting to moxale and also one which will significantly xcduce the feax
with which employces face the prospect "of secking othexl émploy;npnt. ‘Obviously, .
the major xrequircment is to minimize the financial impact of separation fo a
degree that em[loyees can confidently face the problem of starting a new caxeer
elsewhere., To the extent that this can be done,voluntary retirements, confiden=
tially instigated, in licu of involuntary retirement, can become an effective £ool
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5. In effect and intent, there is no difference between-dn induced

voluntary retirement and an involuntary retirement. Either achieves the

~ desired result of xemoving from sexvice persons who no ldixgcr can be effectively

used by th.e‘Agency and who otherwise could congest our employee rolls and
impede and retard Agency p;raonnel management programs. Job rotation
between fleld and heﬁdquarters. on-the-joh; tralning and development, and
_career progression all suffor from excessive numbexs of persoris who do not
-- 9% cannot satisfy the staffing xcquirements of this year and the future,
6. The cfiect on the individual of early retirement, voluntary or
involuntary, is identical. He is immediately faced with a drastic reduction
"in his income which will foxce him to severely reduce his standaxd of living '.
| or to ac'ccp't immediately other employment no matter how unsuitable,
Annuities, although helpful, will in most cases not exceed 40 to 507 of foxmer
salaxy. The individual usually will have at least sbme period of uncmployment,
. will incur tiic expenses of Job sceking, possibly incur relocation expenses and *
so forth. These cconomic facts of life must be recognized as the most serious
impediment to the lmplcmcntation of the voluntary and involux_ngry eaxly |
retirement tools Congress has leglslated for the use of Agéz&:y rlma'xmgement .
7.. The solution can only be a program of incentives or compcnsatioq

for the loss of employment that will remove the short rango financial fears of

employees . There is glrcady precedent for this in Federal civilian government

' saxyirevedheriTsaydundd/sare 2h cleapp1s-to Hedeoso Gopan0Gent in

authorizing sepavation compensation in conncctlon with the seraration of curnlus
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- employces In 1962, Congress subscqugntly authorized scparation compensation

to all Fedexal civilian employces separated under more limited, but similar

circumstances , : T ' ey

8, This Pcderal statute, in effect, guarantces the separated employcé
compensation at tull salary sfates for up to one year ox even longer §f payments

are suspgnded durlng periods of temporary Goyernment employment . It cannot

. be directly applied to the Agency problem since no payments axe authorized to
; pexsons who are eligible to recelve an immediate annuity. The¢ CIA manpower

~ management problem is different, howevex, since our legislation recognizes

and is bnéed upon a need to foster both voluntary and lnvoluntary retixements
To the extent that present legislation has proven to be inadequate, corrective
éctlon must be taken,

9. The speeific formula, under the Fedexal statute, s bascd on the
number of ycars of creditable service of the employce mid is computed at the
rate of one week's basic salary per year of sexvice up to 10 years aud two week's
salary for cach year in cxcess of 10, An additional 103 of the allowance so com=
puted is provided for each year the individual exceeds age 40 at the time of
scparation, The mm‘dmum allowance payable may not exceed one year's salaxy.

Payments are mada biweekly at the same rate as the individual's normal

 compensation with deductions only for income taxes,

10. It is interesting and fmpoxtant to note that cvery CIA employee

eligible to retire either yoluntaril olunt. 'S would
proved Frort ReIeaseLZOXZIOSIOZ : &IgrRiD P78-0 3%511 000 (t)% 0%%1‘.1{\8 would be
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} .
eligible to receive the maximum scparation allowance of one year's salary

"~ were 'the same formula to be applicd. ‘The only theoxetical exception would

be an individual with 25 years of service under age 43.

11. The specific plan belng proposed is to establish by Agency regulation

_that a separation allowanct (computcd as described above) will be available to |
every cmployee xetixing between the ages of 50 through 59 under the CIARS
. provided:

: - &. The retirement is tnvoluntery or is voluntarily applied

[ | fox in lieu of involuntary retirement.
| | b. The retirement is voluntarily applied for and thexe 1s
a deteminution by the Directox that such retirement is in ﬂ;e best
lnterests of the Agency. |
12, An important and necessary limitation would be the required offsct
of the annuity xeceived frqrﬁ the separation allowance payments made. The
mhjor accomplishmnents 5: this proposal would be the following:
a. There would be little need to ever force an involuntary
retirement. Sclected {ndividuals could be quietly and conf.idcntlally
. :counsclod Oi‘l thelr carcer prospects using only the dcbrcc of pressure
needed to induce them to apply for voluntary rctirement. The stigme
of involuntary retirement could effcctively be removed by this process
since an "induced" voluntary retirement would he ihdlstinguisimhle from

‘a purc!y ortlonal action. Cab -
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b. Employees who may well bo awaxe of the fact tllét uielx R
: carce.rs have peaked out at about aﬁc 50 and that it would be to their |
and the Agency'’s baest Intexrcsts to seek Enrccrs clsewhcre are un~
eoubtcdly restrained by their lack of financial resources to tide them
~ overthe transltignal poriod. The assurance for a period of one year .
of undlminlshed income, in t‘act,'a larger‘ fncome due to the absence of
retirement deductions, will quuestlongbly induce many more voluntary |
“carly retirements. |
C. Emplbyees approaching mnndatory retlfemcnt ngé and who
- might prefer earlier reth-ement may, in numerous eases. be ‘hanging =
~ on" only to incxease thelr annuiues ox to obtaln tunda from salaxics t0
_’ complete their retirement plang, The avallability of a substantial cash
sum over and abqva their annulties may induce earlier voluntaxy
~retirement, 'At the vexy least it will make more acceptable the use :

of persuasion by the Agency less offensive.
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Desuty Directox for Plans ;
Hadd

Tom:

Tuta is the propesal for separation compan=
sation that I wentioned yestexday, It has, I beliove,
particuler applicability to your problem,

I iave given & copy to Houston gud have asked
him to look inte the legal aspects of it. Personally 1
sce no difference hetween this and our prior separation
compensation plan.

Would appreciate your views and support on

B, D, Echols

this,

SA~DD/S 702 %7720
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